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PRIORITY: HIGH

SUBJECT: Medicaid Burial Insurance Policy Clarification
CROSS REFERENCE: MA Handbook 11.5.2
EFFECTIVE DATE: June 1, 2004

PURPOSE

This memo clarifies Medicaid burial insurance policy.

BACKGROUND

The Medicaid Handbook 11.5.2 currently states that Burial Insurance is not a product licensed
for sale in Wisconsin, but is available in other states. We have learned that this statement is
incorrect. Burial Insurance is for sale in Wisconsin and annuities are used as a funding

mechanism for this burial insurance.

POLICY

A burial insurance policy is a contract whose terms preclude the use of its proceeds for
anything other than payment of the insured’s burial expenses. It is an insurance product sold
by a state licensed insurance company, and is typically funded with an annuity or life insurance

policy.
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The ownership of the annuity or life insurance policy is irrevocably assigned by the policyholder
to a funeral expense trust established by the insurance company. The trustee or trust
administrator is required to pay all trust proceeds toward the policyholder’s funeral expenses at
the time of the policyholder’s death. If a trust’s proceeds exceed burial costs, the excess must
revert back to the deceased person’s estate.

A burial insurance policy is unavailable if:

1. ltincludes language that says it is irrevocable, and
2. It states that all of the proceeds must be used for burial expenses.

The purchase of a burial insurance policy that meets the above conditions is not a divestment
because the purchaser is presumed to receive fair market value.

The following are not burial insurance policies:

1. If a policy has a cash surrender value to which the client has access, the policy is not
burial insurance, it is life insurance.

2. If a burial policy calls for any excess proceeds to be paid to a secondary beneficiary
(other than the deceased person’s estate), it is life insurance, not burial insurance.

3. Similarly, if a policy calls for the proceeds to be paid to a private party who is expected

but not legally required to use the funds for the burial costs of the insured, the policy is
life insurance.

CONTACTS

BHCE CARES Information & Problem Resolution Center

*Program Categories — FS — Food Stamps, MA — Medicaid, SC — Senior Care, CTS — Caretaker Supplement, CC —
Child Care, W-2 — Wisconsin Works, FSET — Food Stamp Employment and Training, CF — Children First, EA —
Emergency Assistance, JAL — Job Access Loan, JC - Job Center Programs, RAP — Refugee Assistance Program,
WiW — Welfare to Work, WIA — Workforce Investment Act, Other EP — Other Employment Programs.
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